






Easier Mn5CU credit transfers vetoed
Gov. Tim Pawlenty vetoed legislation

designed to make it easier for students to
transfer credits from one state college or
university to another, calling the measure
"unnecessary."

Sponsored by Rep. Larry Haws (DFL-St.
Cloud) and Sen. Tarryl Clark (DFL-St. Cloud),
the bill would have required the Minnesota
State Colleges and Universities system to
improve credit transfers, with the goal of
providing for "minimal loss of credits for
transferring students."

The bill outlined several steps for MnSeU
to take to revamp its credit transfer system.

"The bill is unnecessary because the credit
transfer issues identified by the Legislative
Auditor, MnSCU staff, and students are
already being addressed through internal
actions and policy changes," Pawlenty wrote
in his veto message.

Provisions in the bill would have directed
MnSeU to develop and maintain a central
database of course eqUivalencies between
MnSeU institutions. Information on the
transferability of courses would have been
posted on all system college and university
websites. Each school would have been
responsible for ensuring the completeness and
accuracy of data on its course offerings.

Additionally, the bill specified that
proViding prompt required documentation to
facilitate a student transfer is an "institutional
rather than student obligation."

Implementation would have been required
bythe beginning ofthe 2015-16 academic year,
and annual reports to the Legislature would
have been required.

However, some MnSCU transfer
requirements are in the omnibus higher
education policy law (Chapter 364),
inclUding making transfers an institutional
responsibility and providing Internet
information about transferability.

HF3164*/SF2822/CH284

No teachers' insurance pool
Sponsored by Rep. Larry Hosch (DFL-St.

Joseph) and Sen. D. Scott Dibble (DFL-Mpls),
Gov. Tim Pawlenty vetoed a bill would have
required all school districts that are not self­
insured to purchase health coverage through
a state-run insurance program.

In his veto message, Pawlenty wrote that
the bill would not address the underlying
factors that are driving up the cost of health
care in Minnesota. He also faulted Education
Minnesota, the teachers' union that supports
the bill, for not being amenable to the

governor's education reform proposals.
"I offered to more favorably consider thiS

bill ifthe teachers' union and legislators would
pass bold reform initiatives," Pawlentywrote.

Hosch argued the plan would help keep
health care costs down for schools, allOWing
them to put more money into classrooms.
He said the bill could save school districts $1
billion over 10 years.

"If we can save $1 billion for our local
school districts ... we are doing better for
our children; we are doing better for our local
school districts; and, yes, we are doing better
for all school employees," Hosch said.

Opponents said it's unclear what the
fiscal impact would be on individual school
districts. Rep. Steve Gottwalt (R-St. Cloud)
said the plan would benefit some school
districts over others.

"The larger school districts will pay more in
their health insurance by doing this because
they're going to take on unhealthier people in
other districts," Gottwalt said.

HF866/SF915"ICH322

Salary reporting exception vetoed
In the interest of transparency about how

taxpayers' money is spent, cities and counties
with populations greater than 15,000 people,
must report the salaries oftheir three highest
paid employees and post the salaries on the
citywebsite, in certain print publicationsor in
the annual notice ofproposed property taxes.

Rep. Lyle Koenen (DFL-Clara City) and Sen.
Gary Kubly (DFL-Granite Falls) sponsored a
bill that would have exempted communities
with a population of more than 15,000 from
reporting hospital employees' salaries. Koenen
said the measure was intended to help some
communities compete to recruit and hire
personnel such as hospital administrators and
key physicians.

However, Gov. Tim Pawlenty vetoed the
bill because all Minnesota government salary
information is public data. "(The law) was
enacted to prOVide greater transparency by
requiring affirmativepublication ofsalarydata
for certain highly compensated employees.
This legislation would prOVide a carve-out
exemption for some hospitals, thereby
decreasing accountability and transparency,"
he wrote in a veto message.

HF3327*/SF2594/CH312

Coercing candidates bill'unne.ded'
Several White Bear, Lake City Council

candidatesreceivedan anonymousthreatening
e-mail message last year. 1he source claimed
they would publish damaging information

about the candidates ifthey continued to run
for the council positions.

Sponsored by Rep. Paul Gardner (DFL­
Shoreview) and Sen. Sandy Rummel (DFL­
White Bear Lake), a bill that would have
prohibited coercing a candidate running for
office was vetoed by Gov. Tim Pawlenty.

Pawlenty said in his veto letter that the
bill is "unneeded" because state law already
addresses the "behavior this bill seeks to
prohibit" through criminal penalties.

The bill would have made coercion an
offense subject to an administrative hearings
process under the Fair Campaign Practices
Act. After a completed process, a person could
also have faced criminal charges.

Current law prohibits someone from
rewarding, or promising to reward an
individual, for either becoming or not
becoming a candidate. It is also illegal to
threaten someone to get them to vote a certain
way.

HF2510/SF2226*/CH291

GAMC veto eventually leads to com­
promise

Followingpassage by the House and Senate,
Gov. Tim Pawlenty took swift action on the
same day to veto the bill that would have
continued funding for General Assistance
Medical Care beyond its scheduled end-date
ofApril 1, 2010.

Sponsored by Rep. Erin Murphy (DFL-St.
Paul) and Sen. Linda Berglin (DFL-Mpls), the
legislation would have created a 16-month
GAMC program and reformed delivery
of mental health services. Funding for the
$285 million program would have come
from reduced reimbursement to health care
providers, cuts to county social services grants
and the draw-down offederal dollars.

GAMC pays for basic medical services
for eligible low-income Minnesotans, many
of whom are Single adults struggling with
chemical dependency or chronic mental
health issues. In his veto message,
Pawlenty said the legislation "does not
represent meaningful reform and does not
address fundamental cost issues."

"As the state struggles to resolve a $1.2
billion deficit, passage of this legislation is at
best premature;' PawIentywrote. "Legislation
that appropriates significant funds simply
cannot be passed in a piecemeal fashion. A
comprehensive, balanced budget solution
must first be reached."

After the veto, a compromise was reached,
and the House and Senate passed a modified
version of the bill (HF802/SF460*/CH200),
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which was signed into law by the governor.
HF2680/SF2168"/CHI82

HHS budget bUI vetoed
Sponsored by Rep. Thomas Huntley (DFL­

Duluth) and Sen. Linda Berglin (DFL-Mpls),
the vetoed omnibus healgh and human
services'budge bill would have reduced
General Fund health and human services
spending by $114 million in the current
biennium through a combination of cuts,
transfers and new revenue. It contained a
proposal to broaden eligibility for the state's
Medicaid program, a move heavily favored
by DFL leadership. They said low-income
adults could be better served on the Medicaid
program than on General Assistance Medical
Care, which will operate at a lower funding
level beginning this summer.

The bill also included rate cuts to some
health care providers, reductions in mental
health spending and appropriations for some
State Operated Services facilities slated for
closure.

In his veto letter, Pawlenty voiced his
opposition to proposed surcharges that would
have been used to help capture federal dollars.

"The surcharges on hospitals, insurance
companies and group homes will increase
health care costs:' he wrote. "I will not sign a
bill that moves in that misguided direction."

Pawlenty was also critical ofthe bill's deficit
reduction targets, saying they may not go far
enough to help address the current deficit or
the projected shortfall in fiscal years 2012"
2013.

He also rejected claims that the new
GAMC program is destined for failure.
Recent negotiations with four Twin Cities
hospitals about their participation in GAMC
"proves that this program can and will work,"
Pawlenty wrote.

Much of the health and human services
budget bill was later included in SSHFl*/
SSSF1, which excludes the surcharges and
gives Pawlenty and his successor the option
of modifying the Medicaid program.

HF2614*/SF2337/CH360

'Mlxture' definition gets vetoed
Under current law, the weight of an entire

mixture of drugs can be used when charging
decisions are made regarding illegal use of a
controlled substance, even ifthe drug residue
is only a small part of the mixture.

Sponsored byRep. Phyllis Kahn (DFL-Mpls)
and Sen. Sandy Pappas (DFL-St. Paul), a bill
sought to amend the definition of "mixture"
in first- through third-degree controlled
substance crimes. Itwouldhave establishedthat
"the weight of fluid used in a water pipe may
not be considered in measuring the weight of

a mixture, except in cases where the mixture
contains four or more fluid ounces offluid.­

It was vetoed by Gov Tim Pawlenty,
who in his veto letter, said the bill "waters

. down current criminal justice practices and
standards related to the weight of controlled
substances found in water pipes."

The problem came to light in 2008 when
a defendant was charged with a first-degree
controlled substance offense because she
possessed bong water that contained a residue
ofmethamphetamine. Even though the bong
water had just a small amount of residue, the
mixture's total weight was used to charge
her with the more serious drug offense. The
Minnesota Supreme Court ruled last year
the charge was appropriate under the current
definition ofmixture.

Supporters ofthe bill said current lawallows
small-time drug users to be punished as major
dealers.

HF2757/SF314S*/CH367

Big fish law - One that got away
After nine years ofattempts, the House and

Senate passed a provision to allow anglers to
fish using two lines during the open water
period, but a veto of the omnibus game and
fish bill means the big fish lawgot away, again.

Anglers would have been required to
purchase a $10 stamp and agree to take
half the limit of fish. Rep. David Dill (DFL­
Crane Lake) said the provision was a "huge
conservation move," The new stamp was
expected to bring in $700,000 in new revenue
in fiscal year 2011 and $2.3 million in the next
biennium, but Gov. Tim Pawlenty said there
was no "evidence to support this belief."

Pawlenty called the bill "legislative
overreach" and contrary to the Department
of Natural Resources recommendations.
He pointed to an example of special fishing
regulations proposed on the Rum and
Mississippi rivers as "legislative carve­
out" and unsound rationale for restricting
fishing on Lake Florida. Additional fishing
restrictions for Fish Lake Reservoir, inserted at
the request ofSen. Satveer Chaudhary(DFL­
Fridley), may have been improper, according
to Pawlenty.

The governor directed the DNR
commissioner to seek federal funding for
a proposed public walk-in hunting access
program that would have used up to $1.4
million from the game and fish fund to pay
farmers for hunting access to their properties.

"One of the things that we hear from our
constituents, our hunters, is that they are
continuallyfinding access, particularlyin the
agricultural zones, more difficult to obtain
from landowners," Dill said prior to the veto.

In lieu of the vetoed law, the DNR was

instructedbyPawlentytouse itsadministra:tive
powers to sell several parcels ofpublic land.

Other provisions in the vetoed law would
have allowed free fishing for children under
age 18 (now free for under age 16), and would
have allowed counties to adopt a bounty on
the taking ofcoyotes.

HF3124/SF2900*/CH390

No vehicle definition change
Gov. Tim Pawlenty vetoed legislation that

would have clarified the statutory definition
of"motor vehicle."

Sponsored by Rep. Mary Liz Holberg
(R-Lakeville) and Sen. Don Betzold (DFL­
Fridley), the bill would have added a cross­
reference to a statute that deals with accidents
involving vehicles being driven by someone
other than the owner. Such an individual is
called an "agent of the owner."

Under the provisions, the definition of
"motor vehicle" in regard to an agent of
the owner would have been identical to the
definition in the state's no-fault automobile
insurance law.

In his veto message, Pawlenty wrote that
the revised definition would have included
the trailer in a semi-tractor trailer as a "motor
vehicle." This would have made the owner of
the trailer liable for the driver's negligence in
case ofan accident. The governor argued that
trailer owners "have little or no control over
the driver and therefore should not be held
responsible for their negligent acts."

HFI27/SF251*/CH386

Indemnification clause vetoed
The Minnesota Trucking Association n

asked for the legislation to prohibit one-way
indemnification clauses in contracts because
shippers are increasingly requiring carriers
to sign freight-hauling contracts that include
total indemnification clauses that relieve the
shipper of all liability, even in cases of the
shipper's own negligence;

In his veto letter, Pawlenty wrote, "Private
parties should be able to negotiate contracts

. free from governmental interference,
especially where the parties are sophisticated
and the bargainingpower between them is not
egregiously tilted in favor of one."

Rep. Terry Morrow (DFL-St. Peter) and Sen.
Steve Murphy (DFL-Red Wing) sponsor the
bill.

HF3117/SF2469*/CH387

No expunging offender records
Rep. Bobby Joe Champion (DFL-Mpls)

and Sen. Ron Latz (DFL-St.Louis Park)
sponsored a bill that would have expanded the
opportunities for certain offenders - such as
first-time, low-level property offenders - to
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have their criminal record expunged.
If the offender were to complete terms of

a diversion program or stay of adjudication
agreed to by the prosecutor, and was not
charged with a new crime for at least one
year after completing the diversion program
or stay of adjudication, he or she would have
had their case dismissed. The bill would not
have applied to felony-level crimes ofviolence.

However, Gov. Tim Pawlenty vetoed it,
saying expungement of a criminal record
should only be an "extraordinary remedy."

"Perhaps the most fundamental obligation
ofstate government is the safeguarding of its
citizens, especially against the harm posed by
criminal predation," he wrote in hisveto letter.
"Our criminal justice system rightly imposes
punishment on those who wrongfully harm
others, while also recognizing the value of
individual redemption."

The record could have been sealed by the
court without filing a petition "unless it
determines that the interests of the public
and public safety in keeping the record public
outweigh the disadvantages to the subject ofthe
record in not sealing it." A prosecutor would
have had to make a good-faith effort to inform
victims of the crime about the agreement and
give them an opportunity to object.

For sentencing purposes of a future crime,
prosecutors or probation officers would have
had access to the expunged record without a
court order.

Supporters said the bill would help offenders
who commit an innocuous crime find a road
back to becoming positive, responsible
residents of the community.

Champion said the bill was the result of
two years of work by the Minnesota county
attorneys and defense attorneys associations,
Hennepin and Ramsey counties, the Council
on Crime and Justice and "a number ofother
key stakeholders." He said law enforcement
officials were neutral on the bill.

HF891/SF560*/CH381

Whlstleblower protection r.Jected
Sponsored by Rep. Diane Loeffler (DFL­

Mpls) and Sen. Mary Olson (DFL-Bemidji),
the vetoed bill would have given state
employees protection for providing timely,
objective information while maintaining
"confidentialityofbudget or policydiscussions
with a member of the legislature or the
member's staffperson."

The bill would have added protection for
a classified employee who "communicates
information that the employee, in good
faith, believes to be truthful and accurate,"
to legislators, the legislative auditor or a
constitutional officer.

In hisveto letter, Gov. Tim Pawlentysaid the

bill"mayviolate separation ofpowers between
the Legislative andExecutive branches;and is
"in direct contlict with the abilityofan agency
to direct and manage its employees."

Loeffler said there has been a growing
perception that "a member of the state
agency is a member ofthe 'executive team,' as
opposed to the 'legislative team,' and there is
some act of disloyalty in helping us with our
information."

HFI5311SF271*/CH345

The budget fix that wasn't
Legislative leaders and Gov. Tim Pawlenty

eventually reached an agreement on how to
solve the state's $3 billion budget shortfall.
But before they did, DFL lawmakers proposed
their own solution.

Pawlenty vetoed the DFL-backed measure,
which would have ratified most of the
governor's 2009 spending unallotments but
also raised $443 million in new tax revenue.
In his veto letter, Pawlenty cited opposition to
raising taxes as his main concern.

The bill would "disproportionately harm
small business owners and hamper job
creation," he wrote.

Altogether, the bill would have cut more
than $2.5 billion in state spending. A $1.2
billion deferral of K-12 school payments
authorized by Pawlenty last year would have
been included; however, under the bill's
provisions, the money would have begun to
be paid back in the 2012-13 fiscal biennium.
Pawlenty's proposal did not include plans to
pay the money back before fiscal year 2014. A
$576 million property tax recognition shift for
schools was also inCluded. (Art. 3, 4)

Other proposed reductions in the bill
included:
• $364.5 million in reductions to local tax aids

and credits (Art. 14);
• $156.6 million from health and human ser­

vices programs (Art. 13);
• $100.2 million from higher education fund­

ing (Art. 5);
• $43.3 million from environment funding

(including a $40 million transfer from the
closed landfill investment fund) (Art. 6);

• $3.7 million from state government opera­
tions (Art. 12);

• $3.3 million from transportation (Art. 10);
• $1.5 million from economic development

(Art. 9);
• $1 million from agriculture (Art. 8);
• $494,000 from energy (Art. 7); and
• $158,000 from public safety (Art. 11).

A full spreadsheet is available online from
the House Fiscal Analysis Department. A
detailed summary of the bill's provisions
is available from the House Research
Department.

The new tax revenue provided for in the
bill would have been supplied by creating
a new income tax tier for the wealthiest
Minnesotans. Those whose taxable income is
greater than $200,000 for joint filers, $113,100
for single filers or $170,350 for heads of
households would have seen their income tax
rate go up from 7.85 percent to 9.1 percent.

The new tax rates would have been
retroactive from Jan. 1, 2010; however, the
rates would have dropped back down to 7,85
percent in 2013 if the state's budget shows a
projected $500 million surplus. (Art. 16)

The bill also included provisions that would
have reqUired early payment of sales taxes
by some businesses and delayed refunds for
overpayment of corporate and sales taxes.
(Art. 2, Sec. 4, 5)

Rep. Loren Solberg (DFL-Grand Rapids)
and Sen. Richard Cohen (DFL-St. Paul)
sponsored the bill.

HF2037*/SFI556/CH340

Aquifer restrictions vetoed
Businesses or industries that consume

large amounts of water would have been
restricted from tapping into the Mt. Simon­
Hinckley aqUifer unless there were no feasible
alternative. But the bill was vetoed.

"The enhanced water use restrictions ... are
a Significant obstacle to business expansion
within the area served by the aqUifer and are
unnecessary given the current regulatory
scheme, which is sufficient," Gov. Tim
Pawlenty wrote in his veto letter.

The bill was sponsored by Rep. Jeremy Kalin
(DFL"North Branch) and Sen. Rick Olseen
(DFL-Harris).

HF2634/SF2185*/CH341

PACE funding, ratelncrea'e vetoed.
Gov. Tim Pawlenty vetoed a bill that would

have increased funding for some nursing
homes and senior services, saying a balanced
budget needed to come first.

Sponsored by Rep. Lyle Koenen (DFL-Clara
City) and Sen. Gary Kubly (DFL-Granite
Falls), the bill would have allowed publicly
owned nursing homes to apply for higher
operating payment rates from the state if
the local government entity agreed to pay a
specified portion of the nonfederal share of
Medical Assistance costs.

It would have also removed a provision in
current law that requires the Department of
Human Services to wait until receiving grant
money to implement Program ofAll-inclusive
Care for the Elderly, services designed to keep
seniors in their homes. A PACE appropriation
from the General Fund would have been
accompanied by cuts to community service
development grants.
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In his veto message, Pawlenty said that
while he was "mindful of the underlying
value" ofthe PACE program, he was hesitant
to free up money that might be needed for
non-transferrable cuts before the end of the
legislative session.

A modified PACE provision later passed as
part ofSSHFl*/SSSF1, thebudgetbalancingbill.

HF3571/SF3019*/CH353

Domestic partner provision vetoed
Gov. Tim Pawlentyvetoed a bill that would

have given partners in same-sex relationships
authority over each other's remains after
death.

Sponsored by Rep. Erin Murphy (DFL-St.
Paul) and Sen. Yvonne Prettner Solon (DFL­
Duluth), the bill would have also defined
"domestic partners" and allowed them to file
wrongful death daims in the same way as
heterosexual couples.

In his veto message, Pawlenty said the
bill addressed "a non·existent problem," as
current law allows someone to draft a will to
dictate who may control his or her remains
and estate.

The governor also opposed the bill's
positioning of domestic partnerships as the
equivalent ofmarriage.

"Marriage - defined as between a man
and woman - should remain elevated in our
society at a special level, as it traditionally has
been," he wrote.

HF454/SF341"ICH35

No juvenile records reform
Gov. Tim Pawlentyvetoed aplan to expunge

certain juvenile records and potentially waive
certain juvenile criminal histories that can be
barriers to employment as an adult.

One provision of the bill would have
permitted a petition to be brought forth to seal
"any type of delinquency or criminal record
relating to a juvenile matter" ifthe person had
successfully completed terms of a diversion
program or stay of adjudication agreed to by
a prosecutor and had not been charged with
a new crime for at least a year.

"Expungements should remain an
extraordinary remedy," Pawlenty Wrote

in his veto letter. "These changes to the
expungement law would allow persons to
receive expungements for veryserious crimes
(such as crimes requiring registration under
the predatory offender registration statute)."

Also under the bill, the Department of
Human Services commissioner would have
to consider granting a set-aside or variance
to someone at least age 21 who is disqualified
from working in the human services area
for specific crimes they committed while the
person was under age 18. It would not have
applied if the youth was certified as an adult
for his or her criminal action.

Rep. John Lesch (DFL-St. Paul), who
sponsors the bill with Sen. Mee Moua (DFL­
St. Paul), said it would help people who did
"a dumb thing" as a youth, and want to work
in a field where DHS licensure is required.
Opponents said juveniles who committed
violent crimes shouldn't get the chance to care
for others most in need.

"Changing these provisions takes the
state backwards, by permitting people with
the most serious criminal histories to work
directly with children and vulnerable adults
in licensed settings and unlicensed personal
care attendant situations," Pawlenty wrote.

The bill also would have required a court
to order a chemical health screening when
a child is found to be delinquent. A referral
would have been required in consultation with
the child's family if the screening indicated a
need for a chemical use assessment.

HF3382/SF2790*/CH335

Group would have examined
expenses

Sponsored by Rep. Paul Marquart (DFL"
Dilworth) and Senate President James Metzen
(DFL-South St. Paul), a bill would have
authorized creation of a county home rule
charter commission for Benton, Stearns
and Sherburne counties, and would have
created the Minnovation Council and a Task
Force for Policy Innovation and Research. A
Commission on Service Innovation, induded
in the bill, was induded in the omnibus state
government finance law (HF3449/3134*/
CH392).

Marquart said the state is expected to
continue facing budget deficits and the two
"usual suspects" for solving budget dilemmas
- raising taxes or cuttingspending - will not
fix all of the problems.

The Minnovation Council would have
accepted applications for waivers from
administrative rules from local government
units and nonprofit organizations, accepted
applications for grants to local units of
government for consolidation plans,
made legislative recommendations for the
authorization of pilot projects and the
elimination of state mandates that inhibit
efficiency. The council was to make an effort
to "obtain $3 in savings and show increased
value to the taxpayer for each net state dollar
spent by the council."

"The Minnovation Council's composition
and duties are troublingandraiseconstitutional
and practical concerns," Pawlenty wrote in his
veto letter, adding that the ability ofappointed
non-governmental members to grant waivers
wouldbe unaccountable to state residents. "The
process improperlyoutsources power delegated
to the executive and legislative branches."

Additionally, only one member of the
council would have been from the private
sector, which Pawlenty considers "the core of
innovation."

Upon approval by at least two of the
three counties, a county home rule charter
commission for Benton, Stearns and
Sherburne counties would have been created
and held at least one public hearing on
reports considering various methods of
consolidating county government functions
and departments. The final charter decision
would have gone to the counties for voter
approval at a general election.

The IS-member Task Force for Policy
Innovation and Research would have
considered methods to best provide the
Legislature with "high quality, rigorous public
policy research regarding issues and topics of
concern." A process for the topic selection,
methods for conducting research and for
funding the policyinnovation initiative would
have been submitted to the Legislature.

HF2227*/SF1880/CH398
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Budget law ratiftes unallotments,
erases shortfall

New law erases a projected $3 billion
shortfall through spending cuts and payment
delays.

The first and only law passed dUring the
Legislature's brief2010 special session brings
the state's budget into balance.

Sponsored by Rep. Lyndon Carlson (DFL­
Crystal) and Sen. Richard Cohen (DFL-St.
Paul), the law erases a projected $3 billion
shortfall through spendingcuts and payment
delays. It ratifies many ofGov. Tim Pawlenty's
2009 spending unallotments - with a few
changes - and makes some additional health
and human services cuts.

A key policy provision will allow Pawlenty
and the next governor to choose whether to
opt Minnesota in to an early expansion of
Medicaid. Other provisions will help manage
the state's cash flow by authorizing delayed
sales and corporate tax refunds, and requiring
some businesses to pay their sales taxes early.

Budget reductions enacted in the law, either
through program cuts or payment delays,
include:
• $2 billion to K-12 education (Art. 3-4);
• $516.5 million in county and city aids and

various tax credits (Art. 13);
• $164.7 million to health and human services

(Art. 15-24);
• $127.7 million to state government (Art. 12);
• $100.2 million to higher education (Art. 5);
• $43.3 million to environment and natur!ll

resources (Art. 6);
• $13.3 million to transportation (Art. 10);
• $1.5 million to economic development

(Art. 9);
• $985,000 to agriculture (Art. 8);
• $494,000 to energy and commerce (Art.

7); and
• $158,000 to public safety (Art. 11).

Below is a summary of key proVisions. A
full, detailed spreadsheet is available online
from the nonpartisan House Fiscal Analysis
Department. (Click here.) In addition, the
nonpartisan House Research Department
has a section-by-section summary of each
provision in the law. (Click here.)

The law has various effective dates.
SSHFI*/SSSFl/CHI

K-12 education funding changes
A $1.8 billion delay in payments to

K-12 school districts that Pawlenty made
unilaterally is ratified by the law, but with
some modifications. Effective retroactively

from July 1, 2009, nearly $1.4 billion in school
aid payments are delayed over the course of
the 2010-11 biennium. Schools are put on a
70/30 aid repayment schedule for fiscal year
2011, meaning that 30 percent of the aid
payments are deferred until fiscal year 2012.
The delayed payments will begin to be repaid
in fiscal year 2012 - a key difference between
the law and Pawlenty's original unallotments.
(Art. 3, Sees. 4, 6)

Schools in statutory operating debt may
continue to be paid on the usual 90/10
payment schedule in the current fiscal
biennium. (Art. 3, Sec. 8)

Also included in the law is a provision that
ratifies the governor's 2009 executive action
to force school districts to recognize their
property tax receipts early. The so-called
"property tax recognition shift" will save
the state $576 million in fiscal year 2011. It is
effective retroactively from July 1, 2009. (Art.
3, Sec. 2)

Effective July 1, 2010, the law modifies
a statute that previously required the state
to withhold payments to school districts to
reduce the need for short-term borrowing.
Under the provisions, Minnesota Management
& Budget may withhold school aid payments
in those circumstances. The law also raises
thelevels of cash reserves school districts
must have on hand before the state can begin
withholding payments fromthem. (Art. 2, Sec.
1)

Early tax payments required, refunds delayed
Beginning Sept. 1, 2010, businesses owing

$120,000 or more peryear in sales tax revenues
are required temporarily to prepay some of
their taxes. under the law.

To help manage the state's monthly cash
flow, businesses will pay a portion of their
tax liability early. A business may choose
either an amount equal to at least two-thirds
of their month's tax liability to the state by
the 20th day of the month in which the tax
liability occurs; or 90 percent of the month's
liabilityby the 14th ofthe month following the
month in which the liability occurs. In both
cases, payment of the remaining liability is
due the 20th of the month after the liability
is incurred. The accelerated sales tax payment
schedule will be suspended once the state's
cash flow and budget reserve accounts are
sufficientlyreplenished. Penalties are provided
for those who do not meet their prepayment
obligations. (Art. 2, Sees. 4-5)

Thelawalsodirects theRevenueDepartment
to delay refunds for overpayment of sales

2010 SPECIAL SESSION

and corporate taxes. This includes capital
equipment refunds. The result will be to push
$152 million in refunds that would otherwise
have been paid in fiscal year 2011 into the next
fiscal biennium. Theprovision takes effect July
1,2010.
The state also requires counties to pay the
state property taxes collected bythe county on
the same accelerated scheduled used to make
property tax payments to school districts.
(Art. 13, Sec. 6)

Local government aid, tax credits
The law cuts a variety of tax aids and

credits - again, ratifying the governor's
unallotments. More than $299 million is
cut from local government aid. Some small
counties, cities and townships are exempted
from the cuts. (Art. 13, Sec. 2)

In addition to the LGA cuts, the law
includes:
• $52.3 million in cuts to property tax refunds
for renters;
• elimination of the political contribution
refund program in the current fiscal biennium
for a savings of$10.4 million; and
• capping sustainable forest incentive
payments to landowners, for a savings of
$4.3 million. (Art. 14, Sec. 4)

Health cllre - reimbursement to providers, plans
The law makes several changes to the state

payments that prOViders and health plans
receive for the cost of treating people in state
health care programs.

Effective JUly 1, 2010, payment rates for
certain physician and professional services
will be reduced by 7 percent, with the
exception of primary care, preventative
medicine and family planning services,
among others. The law delays the rebasing
of hospital operating payment rates until
2013, except for long-term care hospitals. In
addition, payments to hospitals for inpatient
services will be cut by 1.96 percent beginning
July 1, 2011 (Art. 16, Sees. 2-3, 25).

The law also includes some payment
withholds deSigned to incentivize plans and
providers to reduce costs. One provision
withholds some of the reimbursement to
managed care plans for emergency room
services, with the payment returned later ifthe
plan reduces its emergency room utilization
rate (Art. 16, Sec. 21).
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Health care - reform
The law creates opportunities for Minnesota

to participate in health care reform initiatives
under the federal Patient Protection and
Affordable Care Act.

It gives Pawlenty and his successor the
option to expand eligibility criteria for
participation in Medical Assistance, the state's
Medicaid program. Under the change, certain
childless adults between the ages of 21 and
64 with incomes up to 75 percent of federal
poverty guidelines may enroll in Medical
Assistance. The change may be implemented
only if directed by the governor by Jan. 15,
2011 (Art. 16, Sees. 5-7,48).

The law also directs the governor to convene
a task force that will advise and assist state
leaders regarding the implementation of
federal health care reform legislation. A
preliminary report to the Legislature is due
by Dec. 15,2010 (Art. 22, Sec. 4).

In addition, the human services
commissioner must develop and authorize
new models ofhealth care service delivery and
applyfor grants to participate in federal health
care reform demonstration projects (Art. 16,
Sec. 19; Art. 22, Sees. 2-3).

Healtllcare - miscellaneous
The law appropriates funding to several

State Operated Services facilities that the
DepartmentofHuman Serviceshad proposed
to close. In some cases, the funding is to be
used to develop community-based services
that will replace a state-operated facility.
The law establishes a task force to make
recommendations to the DHS commissioner
and the Legislature about how people with
complex needs, such as mental illness and
developmental disabilities, may receive
appropriate, cost-efficient services. The task
force must also recommend how services
currently provided to patients at the Anoka­
Metro Regional Treatment Center may
be prOVided through community-based
partnerships (Art. 19, Sees. 4, 18).

The law also directs the DHS commissioner
to notify the Legislature regarding the
redeSign, closure or relocation of state­
operated programs. The closure of a facility
requires legislative approval if DHS and
employee bargaining units cannot agree on
how to transfer affected employees to other
state jobs. The State OperatedServices sections
have various effective dates. (Art. 19, Sees. 5-6)

The law removes a state-imposedasset limit
for participation in the federal Supplemental
Nutrition Assistance Program, formerly food
stamps. To be eligible, a household must
demonstrate that its gross income is equal
to or less than 165 percent offederal poverty
guidelinesfor its family size. This section takes
effect Nov. 1, 2010 (Art. 18, Sec. 1).

The law establishes licensing standards for
birth centers and specifies that no birth center
may operate without a license as ofJan. 1,2011.
It sets licensing fees, describes application
requirements and outlines procedures fOr
obtaining temporary licensure. The law also
specifies Medical Assistance coverage of
services provided by licensed birth centers
(Art. 16, Sec. 15; Art. 20, Sec. 14).

The law also makes changes to the modified
General Assistance Medical Care, a state
program that covers basic medical services
for low-income adults. The law extends until
Feb. 28, 2011, the period oftime that hospitals
serving GAMC patients who choose not to
participate ina "coordinated care delivery
system," a new care model that is established
by another new law, CH200. (Art. 16, Sec. 40).
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